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Dear Mr. Stafford: 

In accordance with your authorization, we have prepared a depreciation study related 
to the utility plant in service of Illinois-American Water Company as of December 31, 1998. 
Our findings and recommendations, together with supporting schedules and exhibits, are set 
forth in the accompanying report. 

Summary schedules have been prepared to illustrate the impact of instituting the 
recommended annual depreciation rates as a basis for the Company’s annual depreciation 
expense as compared to the rates presently utilized. The application of the present rates to 
the depreciable plant in service as of December 31, 1998 results in an annual depreciation 
expense of $10,632,851. In comparison, the application of the proposed depreciation rates 
to the depreciable plant in service at December 31, 1998 results in an annual depreciation 
expense of $11,981,397. During 2000, the Company will complete the construction of a new 
Alton Treatment Plant. Accordingly, the proposed depreciation rates have been adjusted (per 
Table 2 Proforma) to reflect the proforma impact of the resulting major investment changes. 
Applying the resulting proforma depreciation rates (Per Table 1 Proforma) to the Company’s 
December 31, 1998 plant in service produces annual depreciation expense of $11,386,155 
which is an increase of $753,304 over current rates. The composite annual depreciation rate 
under present rates is 3.49 percent, while the proposed proforma composite depreciation rate 
is 3.73 percent. 

Section 2 of our report contains the summary schedules showing the results of our 
service life and salvage studies and summaries of presently utilized depreciation rates. The 
subsequent sections of the report present a detailed outline of the methodology and 
procedures used in the study together with supporting calculations and analyses used in the 
development of the results. A detailed table of contents follows this letter. 

Respectfully submitted, 

au 
EARL M. ROBlNSON 
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ILLINOIS-AMERICAN WATER COMPANY 

Executive Summary 

Table 1 Proforma, on pages 2-l and 2-2, summarizes the current depreciation rates 

versus the proposed proforma depreciation rates. The proforma depreciation rates 

incorporate the impact of the significant pending investment changes beyond the 

December 31, 1998 depreciation study date resulting from the completion of the new Alton 

Treatment Facility during 2000. 

Table 2 Proforma, on page 2-3, develops the proforma depreciation rates to 

incorporate the impact of the large additional investment relative to the new Alton 

Treatment Facility that will occur subsequent to the December 31,1998 depreciation study 

date. 

Table 1 - Recap, on pages 2-4 and 2-5, contains the same information as Table 1 on 

pages 2-6 to 2-8 except that the schedule shows depreciation rates on a primary account 

level as opposed to the various sub-accounts analyzed in completing the comprehensive 

study. 

Table 1 on pages 2-6 to 2-8 is a comparative summary which illustrates the effect of 

instituting the revised depreciation rates. The schedule includes a comparison of the 

annual depreciation rates and annual depreciation expense under both present and 

proposed rates applied using the Straight Line Method for each depreciable property group 

of the Illinois - American Water Company’s (the “Company”) plant in service as of 

December 31, 1998. Both the present and proposed depreciation rates were developed 

utilizing the Straight Line (SL) Method, Broad Group (BG), Procedure and the Average 
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Remaining Life (ARL) Technique. 

Table 2 on pages 2-9 to 2-12 provides a summary of the detailed life estimates and 

service life parameters (Iowa Curves) utilized in preparing the Average Remaining Life 

depreciation rates for each property group. The schedule provides a summary of the 

detailed data and narrative of the study results set forth in Sections 4 through 8. The 

developed depreciation rates (Column L) were determined by studying the Company’s 

historical investment data together with the interpretation of future life expectancies which 

will have a bearing on the overall service life of the Company’s property. 

Table 3 on pages 2-l 3 and 2-14 contains the allocation of the Company’s aggregate 

bookdepreciation reserveforselected depreciable property groups. Each of the applicable 

property group’s book depreciation reserves were proportionally distributed to each asset 

sub-account group based upon the theoretical depreciation reserve. The theoretical 

depreciation reserve was developed using each asset category’s utility plant in service as 

of December 31, 1998 together with the current estimated service life characteristics and 

net salvage factors developed per the study. 

Table 4 on pages 2-l 5 to 2-l 8 reconciles the Company’s December 31, 1998 plant 

in service per books versus the plant balances utilized in the preparation of the 

depreciation study. During the course of preparing the depreciation study, several 

unrecorded retirements were identified and incorporated into the depreciation study base. 

These pending retirements will be recorded per books during the next accounting period. 

Table 5 on pages 2-19 to 2-21 reconciles the Company’s book depreciation reserve 

to the depreciation reserve utilized in developing the annual depreciation rates in this 

study. The pending retirements incorporated into the depreciation reserve are those 
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described above and also incorporated into Table 4. 

The utilization of the recommended depreciation rates based upon the Straight Line 

Average Remaining Life Procedure results in the setting of depreciation rates which will 

continuously true up the Company’s level of capital recovery over the life of each asset 

group. Application of this procedure, which is based upon the current best estimates of 

service life together with the Company’s plant in service and accrued depreciation, 

produces annual depreciation rates that will result in the Company recovering 100 percent 

of its investment -- no more, no less. 

It is recommended that the Company apply depreciation rates and maintain its book 

depreciation reserve on an account-level basis. The maintenance of the book reserve on 

an account-level basis requires both the development of annual depreciation expense and 

distribution of other reserve account charges to an individual level. Maintaining the 

Company’s depreciation records in this detail will aid in completing the various rate studies 

and, most importantly, clearly identifies the Company’s level of capital recovery relative to 

each category of plant investment 

The general drivers for the proposed depreciation rates include an assessment of the 

Company’s historical experience with regard to achieved service lives and net salvage 

factors. In addition, consideration is given to current and anticipated events which are 

anticipated to impact the Company’s ability to recover its fixed capital costs related to utility 

plant in service utilized to provide service to the Company’s customers. 

Several factors anticipated to affect the Company’s water operations and related 

investment cost recovery are the ongoing governmental regulations, as well as the various 

requirements anticipated to meet the Enhanced Surface Water Treatment Rule and 
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Maximum Contaminant Levels. Such regulations will likely require the Company to 

continue to upgrade various components of its treatment facilities throughout the system. 

Also, various source of supply improvements will be needed in future years. 

In conjunction with the treatment and distribution of its water supply, numerous 

modifications, upgrades, and/or replacements of its pumping facilities will be required in 

future years to maintain and/or improve its current level of operations. Also, with regard 

to distribution facilities, the Company has a program to replace mains that have excessive 

corrosion failures and/or multiple failures causing customer service interruptions. The 

ongoing replacement activity is anticipated to impact the achieved useful service life of 

mains and/or valves, as well as services. 

The depreciation rate for each individual account changed as a result of reflecting 

estimates obtained through the in-depth analysis of the Company’s most recent data 

together with an interpretation of ongoing and anticipated future events, Some of the 

revisions were not significant and typically reflect fine tuning of previously utilized 

depreciation rates while others were more substantial in nature. Several of the accounts 

did reflect marked changes (as outlined in Section 4 of this report) from the previously 

utilized depreciation rates. The most notable depreciation rate changes occurred relative 

to Account 320.10 - Water Treatment Equipment, Account 320.20 - Chemical Treatment 

Equipment, Account 331 - Transmission and Distribution Mains, Account 333 - Services, 

Account 346 - Meters, and Account 341 - Transportation Equipment. 

The depreciation rate for Account 320.10 - Water Treatment Equipment increased 

from 3.91 percent to 5.97 percent. The principal reason for the depreciation rate increase 

is the estimation of applicable life span each of the Company’s treatment plant facilities 
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and the application of those parameters via the Life Span Method to the present plant in 

service investments. Furthermore the Company is in the process of replacing its existing 

Alton Treatment Facility during 2000. 

The depreciation rateforAccount 320.20 -Chemical Treatment Equipment increased 

from 3.91 percent to 7.60 percent. The proposed depreciation rate is based upon the 

utilization of service lives and salvage percents being experienced by the Company’s 

property. 

The composite depreciation rate for Account 333 - Services increased from 3.84 

percent to 6.49 percent. The increased depreciation rate incorporates an increased 

recognition of the high level of negative net salvage being experienced by the Company, 

as well as the useful service lives being experienced by the property group. 

The composite depreciation rate for Account 334 - Meters increased from 4.09 

percent to 15.21 percent. The Company is changing out facilities to provide accurate and 

efficient metering. The proposed depreciation rate incorporates average service fives and 

net salvage being experienced by the Company. 

Conversely, several of the Company’s proposed depreciation rates declined from the 

current depreciation rates. The depreciation rate for Account 343 - Transmission and 

Distribution Mains declined from 1.95 percent to 1.60 percent. The proposed depreciation 

rate is the product of the application of applicable service lives to each of the various 

property categories which comprise the overall property account. The proposed 

depreciation rate also incorporates the recognition of ongoing levels of negative net 

salvage incurred at the end of property life. 

Likewise, the composite annual depreciation rate for Account 341 - Transportation 
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Equipment declined from 21.14 percent to 8.31 percent. The depreciation rate change is 

being drive by the fact that the book depreciation reserve is much higher than required for 

the age of the property. Accordingly, the average remaining life technique’s true up 

mechanism currently causes the property group’s depreciation rate to decline. 

Various of the remaining account/sub-accounts experienced increases and/or 

declines in recommended depreciation rates to a lesser degree, as noted per Table 1 

Proforma on pages 2-l to 2-2 of this report. This revision in annual depreciation rates and 

expense is the result of both changes in the estimated service lives and salvage factors, 

and reflects the impact of the Company’s property changes since the most recent study. 

As noted, during 2000, the Company will complete the construction of a new Alton 

Treatment Facility. Accordingly, the proposed depreciation rates have been adjusted to 

reflect the proforma impact of major investment changes. Applying the resulting proforma 

depreciation rates to the Company’s December 31, 1998 plant in service produces annual 

depreciation expense of $11,386,155 which is an increase of $753,304 over current rates. 

The following summary compares the present and proposed composite depreciation 

rates for illustrative purposes only. The Composite Depreciation Rate should not be 

applied to the total Company investment inasmuch as the non-proportional change in plant 

investment as a result of property additions or retirements would render the composite rate 

inappropriate. TheTable 1 Proforma schedule lists the recommended annual depreciation 

rates for each property account. 
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Present Deoreciation Rates 

Depreciable Plant In Service 
at December 31, 1998 

Annual Depreciation Expense 

Composite Annual Depreciation Rate 

Proforma Prooosed Depreciation Rates 

Depreciable Plant In Service 
at December 31, 1998 

Annual Depreciation Expense 

Composite Annual Depreciation Rate 

$305,012,807 

10,632,851 

3.49% 

$305,012,807 

11,386,155 

3.73% 
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Illinois -American Water Company 
CO”,OM&Sd 

Summary of Original Cost of Utitity Plant tn Service as of December 31, 1996 
and Related Annual Depredation Expenses Under Resent and Proposed Deprectation Rates 

,Pmfona C.IC”ta”.m sad Upen Reptaccmnt of Ah” mrbnent Plant O”rlng .?ooo, 

Table I Pm- 
1 Of2 

DEPRECIABLE PLANT 

source Of suoolv 
304.10 t311.00) Structures 8 Improvements 
305.00 (.w.oo) Collecting & Impounding Resewoirs 
3C!6.00 ,s,s.oo~ Lakes. River 8 Other Intakes 
307.00 &ooj Wells S Springs 
309.00 (swm) Supply Mains 

Pumoino Eauipment 
304.20 (321.00) Structures & Improvements 
310.00 (323.00) Power Generation Equipment 
311.20 (325.00) Electric Pumping Equipment 
311.30 (328.00) Diesel Pumping Equipment 
311.50 (328.00) Other Pumping Equipment 

6,679,212.36 2.56% 
1.196.050.61 2.77% 

16.765.625.93 2.77% 
916.439.91 4.16% 

53J42.34 1326% 

TOTAL Pumping Equipment 27,634,671.37 2.76% 

Water Treatment Plant 
304.30 t331.00) Swctures 8 Improvements 
320.00 (332.00) Water Treatment Equipment 

24.260.634.77 2.62% 
33,655,400.46 3.91% 

TOTAL Water Treatment 56,136,23525 3.45% 

Transmission 8 Distribution Plant 

330.00 w2.00) Distribution Reservoirs 8 Standoiws 
331.00 &.ooj Mains 

5,969,96523 1.47% 
112,420.986.43 1.95% 

333.00 (345.00) Services 35.282.323.34 3.84% 
334.20 (341.00) Meter Installations 12.690.62029 5.07% 

334.42 (~46.15, Meters-Metal 
334.43 (34S.20) Meters _ Plastic 

Total Meters 

335.00 (za.00) Hydrants 

TOTAL Trans 8 Distribution Plant 

General Plant 

StNctYre* (L Impro”e”e”ta 
304.60 (390.10) office structures 
304.70 (s%.zo) Stores, Shop 6 Garage Structures 
304.60 (sswo) Miscellaneous Structures 

Total Structures a Improvements 

Original Present Rates Proposed Rates Net Change 
cast Rates Annual Rates Annual Deoreciation 

12-31-96 ACCN& -a-- J&g)- 
CC) -G- w=@rC) (0 w=ccro 

1.766,747.66 5.01% 
39.0X3.62 224% 

2.151,106.63 1.75% 
651.793.06 1.41% 

3.465.211.62 121% 

6,093.694.69 221% 

6,666,4SO.W 3.68% 
306757.54 13.25% 

7,193.247.63 

11.260.766.02 5.04% 

164.856.132.94 2.76% 

5.290.879.02 4.26% 
2.643.930.90 5.29% 

344.50392 4.79% 
6,179,373.&l 

89,516 2.65% * 
674 2.46% 

37,644 2.04% 
9,190 2.91% 

41,929 1.49% 

179,153 2.01% 

47,349 (42.167) 
968 94 

43.883 6,239 
19.967 9.777 
51,632 9.703 

162.799 (16,354) 

176,106 3.26% * 
33,168 2.74% 

520,362 3.44% f 
36,207 2.26% 

7,073 14.29% 

774,936 3.35% 

225,636 49,5M 
32,627 (359) 

646,226 125,664 
20.757 (17.450) 

7,623 550 

933,071 

664,720 2.42% . 567.596 
1.323.746 5.00% * 1,693,453 

2.006.466 3.92% 2.261.049 

66.052 
2,192,209 
1,354.641 

643,424 

253,423 
40,645 

294,066 

566,552 

5.141.146 

2.46% 
1.60% 
6.49% 
5.05% 

14.47% 
31.66% 

147,353 59,301 
1,798.263 (393,926) 
2.269,273 934,432 

640.300 (3.124) 

3.97% 

3.47% 

995,319 
97,794 

1,094.113 

447.647 

6.417.169 

226,450 2.76% 
3.11% 
2.15% 

147.086 (79.364) 
79,116 (55,459) 

7,407 (9,095) 
233,611 (143,916) 

134.577 
16.502 

377,529 

158.135 

(97.124) 
369,707 

272,563 

742.696 
57.149 

600,045 

(120,705) 

1,276.023 
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Acct. 
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lllinols -American Water Company 

Summary of Original Cost of Utility Plant In SBrvice as of December 31.1998 
and Related A,,nual Depredatiei, Expenses Under Present and Proposed Depredation Rates 

T&b 1 Proh 
2Of2 

Account Description 
lb1 

omce FYm""re & EqYlpmsnt 
340.10 (391.10) office F"r"kure 
340.70 (38l.28) PC Sofiware 
34Nl (mm, Other Machinery&Equip. ** 
340.00 (391.W) computers 
340.50 (~WZJI) Malnframe & Other Computer Sofhvare 

1.319.409.94 4.69% 
524,652.68 14.86% 
358,630.59 14.86% 

3.506,699.41 12.86% 
1.340,930.52 8.93% 

Total Acwunt 340 7.050.323.14 

Tranrporlatlo” Eq”lpmsnt 
341.10 @s?z.r?) Light Trucks 
341.20 (xz.rz) Heavy trucks 
341.30 (392.20) cars 
341.40 (WZM, Others 

Total Transportation Equipment 

2,770.927.05 18.15% 502.923 11.10% 
529,441.88 16.40% 06.626 7.36% 
622.441.79 34.94% 287.361 0.00% “. 

53;113.66 10.43% 5.540 0.83% 
4,175.925.28 862.652 

342.00 (393.~) Stores Equipment 
343.00 (~4.w) Tools. Shop&Garage Equipment 
344.00 (395.~0) Laboratory Equipment 
345.00 (398.~) Power Operated Equipment 
346.00 (387.~) Communication Equipment 
347.00 (39&w) Miscellaneous Equipment 

12t.oSO.64 3.27% 
2,405,303.72 9.00% 

638.103.71 4.70% 
1.574.699.40 2.76% 
1.251.468.85 13.88% 

693.584.61 5.39% 

TOTAL Depreciable Plant 305.012.807.64 3.49% 

301.00 yxw) Organization 0a.8&4.9a 
302.00 (~2.w) Franchise 8 Consents 766.45 
303.00 (3ox?i~) Land & Land Rights 1,013,229.32 
303.00 (31o.w) Land&Land Rights 114.982.69 
303.00 t~z0.w) Land & Land Rights 606,919.67 
303.00 (330.~) Land&Land Rights 61.924.49 
303.00 (xo.oa) Land 8 Land Rights 1.343,003.93 
303.00 (388.10) Land &Land Righls 450.381.52 

TOTAL Non-Depreciable Plant 3,680.075.05 

TOTAL Utility Plant in Service 306.692.682.69 

Original Present Rates 
cost R 

12-31-98 “% ” 
Annual 

Net Change 
DfJurWiati 

Accrual ixwnse 
ww(o 01=w4 

26.089,873.39 9.69% 

61,880 4.46% 
77,963 22.45% 
53.293 10.34% 

460.788 10.05% 
119.752 11.21% 

763,676 

3.960 4.58% 
216,477 3.06% 

29.991 4.65% 
43,777 6.98% 

173,704 4.78% 
37.384 2.39% 

2,529.150 6.10% 

10.632.851 3.73% 

58.846 
117.765 

37.082 
352,373 
150.258 

39.622 
(16.211) 
(98.415) 
30.506~ 

716,344 (47.332) 

307,573 (195.350) 
38.967 (47.661) 

0 (287,361) 
441 (5.099) 

346,961 (535.671) 

5,646 
73,602 
29,672 

109,914 
59,820 
16,577 

1.566 
(142;675) 

(319) 
66,137 

(113,884) 
(20.607) 

1.592.067 

11.386.155 

(937.063) 

753.304 
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Illinois -American Water Company 

Summary of Original Cost of Utility Plant in Service as of December 31, 1998 
and Related Annual Depreciation Expenses Under Present and Proposed Depreciation Rates 

Acct. 
No. 

,a) 
Account Description 

PI 

Original Present Rates Proposed Rates _ NetChange 
cost Rates Annual Rates Annual Depreciation 

12-31-98 -.x?..-. Amal -,&.- Accrual ExPanse 
,C) WI W=W,d) (0 ,9)=,c)‘,o ,c=,exe1 

DEPRECIABLE PLANT 

Source of Suptiv 
304.10 t31*.w) Structures & Improvements 
305.00 (wxo) Collecting & Impounding Reservoirs 
306.00 (313.00) Lakes, River&Other Intakes 
307.00 t314.00) Wells & Springs 
309.00 tww) Supply Mains 

TOTAL Source Of Supply 

Pumpina Eauipment 
304.20 (321.~0) Structures & ImprOVementS 
310.00 (323.00) Power Generation Equipment 
311.20 (325.~)) Electric Pumping Equipment 
311.30 (ze.w) Diesel Pumping Equipment 
311.50 (x?&co) Other Pumping Equipment 

TOTAL Pumping Equipment 

Water Treatment Plant 
304.30 t33q.w) Structures 8 Improvements 
320.00 (332.w) Water Treatment Equipment 

TOTAL Water Treatment 

Transmission 8 Distribution Plant 
330.00 (342.~) Distribution Reservoirs 8 Standpipes 
331.00 (E-WM) Mains 
333.00 pw2=3) Services 
334.20 (347.001 Meter Installations 

5,989,985.23 1.47% 
112.420.988.43 1.95% 

35.262,323.34 3.64% 
12.690,820.29 5.07% 

334.42 (248.16) Meters - Metal 6.886.490.09 3.66% 
334.43 (346.20) Meters-Plastic 306,757,s 13.25% 

Total Meters 7,193,247.63 

335.00 (348.00) Hydrants 11,280.788.02 5.04% 

TOTAL Trans ?. Distribution Plant 

General Plant 

1,786.747.66 5.01% 
39.033.82 2.24% 

2,151.106.53 1.75% 
651.793.06 1.41% 

3.465,211.62 1.21% 

8.093.694.69 2.21% 

6,879,212.313 2.56% 
1,196.050.81 2.77% 

l&785,625.93 2.77% 
918,439.91 4.16% 

53.34234 13.26% 

27,834,6?1.37 2.78% 

24.280.834.77 2.82% 
33,655.400.46 3.91% 

58,136,235.25 3.45% 

184,858.132.Q4 2.78% 

Structure* EL hnprwemenb 
304.60 (390.10) Office SlWtUreS 
304.70 (zmm) Stores, Shop & Garage Sb’uctureS 
304.80 (380.30) Miscallaneous Struc4wes 

Total Stnxtures & improvements 

5,290,879.02 4.28% 
2,543.990.90 5.29% 

344.503.92 4.79% 
8.179.373.84 

89.516 2.92% 
a74 2.48% 

37,644 2.04% 
9,190 2.91% 

41,929 1.49% 

179.153 2.07% 

176,108 4.70% 
33,166 2.74% 

520,362 3.20% 
38,207 2.26% 

7.073 14.29% 

774.936 3.54% 

684,720 2.58% 
1,323,748 6.48% 

2,008,466 4.65% 

86.052 2.48% 
2.192,209 1.60% 
1,354,641 6.49% 

643.424 5.05% 

253,423 14.47% 
40,645 31.66% 

294,068 

147,353 59.301 
1,798.283 (393.926) 
Z269.273 934,432 

640.300 (3,124) 

996,319 742.896 
97,794 57,149 

1.094,113 800,045 

568.552 3.97% 447,847 (120,705) 

5.141.146 3.47% 6.417.169 1.276.023 

228,450 2.76% 147.066 (7934) 
134,577 3.11% 79.118 (55,459) 

16.502 2.15% 7.407 (9.095) 
377,529 233,611 (143.918) 

52.173 (37.343) 
968 94 

43,883 6.239 
18,967 9.777 
51,632 9.703 

167,623 (ll,s?q 

323,323 147,215 
32,827 (359) 

601,140 80,778 
20,757 (17.450) 

7,623 550 

985.670 210.734 

626,446 (68,274) 
2,192,422 868.876 

2,818.868 610,402 
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Illinois -American Water Company 

Summary of Original Cost of Utility Plant in Service as of December 31, 1998 
and Related Annual Depreciation Expenses Under Present and Proposed Depreciation Rates 

Origirkal 
cost 

Prssent Rates 
Rates A”“Wl 

12-31-98 -J$,.- 
@I W 

Propeed Rates Net Change 
Rates A”“UZil Deweciation Acct. 

No. 
(4 

Acoxnt Description 
@) 

ofnca F”mQ”re 8 Eq”lpmsnt 
~o.to (w.10) Office Furniture 
340.70 (381.26) PC software 
340.90 (&x.M) Other Machinery B Equip. * 
340.00 (391.00) Computers 
340.60 t391.00) Mainframe 8 Other Computer Software 

Total Accuunt 340 

I,31 9.409.94 4.69% 61,880 4.48% 58.846 (3.034) 
524,662.68 14.86% 77,963 22.45% 117,785 39,822 
358j330.59 14.86% 53,293 10.34% 37,082 (16,211) 

3.506,699.41 12.86% 450,768 10.05% 352,373 (98,415) 
1,340,930.52 8.93% 119,752 11.21% 150.258 30.505 

7,050,323.14 763,676 716,344 (47,332) 

Transpo*do” Equipment 
341.10 (382.1’1) Light Trucks 
341.20 (382.12) Heavy trucks 
341.30 (392.20) cars 
341.40 (392.30) others 

Total Tra~port&iO” Equipment 

2,770,927.95 18.15% 
529,441.88 16.40% 
822,441.79 34.94% 

53,113.66 10.43% 
4,175,925.28 

502.923 
86;828 

287.361 
5;540 

882,652 

11.10% 
7.38% 
0.00% *’ 
0.83% 

307,573 (195,350) 
38,967 (47,861) 

0 (287,361) 
441 (5,099) 

346,981 (535,671) 

342.00 (w.oo) Stores Equipment 121.090.84 3.27% 3.960 4.58% 5,546 1,586 
343.00 (m.m) Tools. Shop 8 Garage Equipment 2.405.303.72 9.00% 218,477 3.06% 73,602 (142,875) 
344.00 (395.~) Laboratory Equipment 636.103.71 4.70% 29,991 4.65% 29,672 (319) 
345.00 (xi&w) Power Operated Equipment 1.574,699.40 2.78% 43,777 8.98% 109,914 66,137 
346.00 (xwm) Communication Equipment 1,251,488.85 13.88% 173,704 4.78% 59,820 (113.884) 
347.00 (~woo) Miscellaneous Equipment 693384.61 5.39% 37,384 2.39% 16,577 (20,807~ 

TOTAL General Plant 26.089.873.39 9.69% 2,529,150 6.10% 1,592.067 (937,083) 

TOTAL Depreciable Plant 305.012.807.64 3.49% 10.632.851 3.93% 11,981,397 1.348.546 

NON.DEPRECIABLE PLANT 

301.00 (301.W) organbcati 86,664.98 
302.00 (m2.00) Franchiie 8 Consents 768.45 
303.00 (m3.w) Land 8 Land Rights 1,013,229.32 
303.00 (woo) Land 8 Land Rights 114,982.69 
303.00 (ww) Land&Land Rights 606,919.67 
303.00 (330.~) Land 8 Land Riehts 61.924.49 
303.00 (MWXJ) Land 8 Land Rights 1,343.003.93 
303.00 (3ss.w) Land&Lard Rights 450,381.52 

TOTAL Non-Depreciable Plant 3.680.075.05 

TOTAL Utility Plant in Sewi&? 308.692,882.69 
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Acct. 
A 

(6) 

Illinois -American Water Company 

Summary of Original Cost of Utility Plant in Service as of December 31. 1998 
and Related Annual Depreciation Expenses Under Present and Proposed Depreciation Rates 

Accent DesuiDtion 
W  

Original Present Rates 
cost Rates Annual 

_emed Rates ._ Net Change 
Rates Annual Depreciation 

12-31-98 9/e Accrual %  
(C) W  W=(C)‘(d) (0 

Sourcs of Swplv 
304.10 (31t.00) structures & Improvements 1,786,747.68 5.01% 89.516 2.92% 52,173 (37.343) 
305.00 (wuo) Collecting & Impounding Reservoirs 39,033.82 2.24% 874 2.48% 968 94 
308.00 (313.00) Lakes, River 8 Other Intakes 2.151,108.53 1.75% 37,644 2.04% 43,883 8,239 
307.00 (314.00) Wells & Springs 651.793.06 1.41% 9,190 2.91% 18,967 9,777 
309.00 (316.00) Supply Mains 3,485,211.62 1.21% 41,929 1.49% 51,632 9,703 

TOTAL Source of Supply 8,093.894.69 2.21% 179,153 2.07% 167,823 (11.530) 

Pumnina Eouioment 
304.20 (321.w) Structures & Improvements 
310.00 (~zxoo) Power Generation Equipment 

8,879,212.38 2.56% 176,108 4.70% 323,323 147,215 
1,198,050.81 2.77% 33,186 2.74% 32,827 (359) 

Pumptng Eq”tpment 
311.20 (325.00) Electric Pumping Equipment 
311.30 (3ze.w) Diesel Pumping Equipment 
311.60 (328.~)) Other Pumping Equipment 

Total Account 311 

18,785,625.93 2.77% 
918.439.91 4.16% 

53,342.34 13.26% 
19,757,408.18 2.88% 

520.362 3.20% 
38,207 2.26% 

7,073 14.23% 
585,642 3.19% 

774.936 3.64% 

801,140 80.778 
20,757 (17.450) 

7,623 550 
629,520 63,878 

TOTAL Pumping Equipment 27.834.671.37 2.78% 985,670 210.734 

Water Treatment Plant 
304.30 (zzr.cu) Structures & Improvements 24,280.834.77 2.82% 684,720 2.66% 626,446 (58,274) 

Water Treatment Equtpment 
320.10 (332.10) Treatment Plant 
320.20 (332.20) Chemical Equipment 

Total Accunt 320 

23J48.960.96 3.91% 
10,506,439.52 3.91% 
33.855,400.48 3.91% 

1,393,933 480,989 
798,489 387,687 

2.192,422 868,676 

TOTAL Water Treatment 58,136,235.25 3.45% 

912,944 5.97% 
410,802 7.60% 

1,323.746 6.48% 

2.008.488 4.85% 2.818.868 810,402 

Transmission & Distribution Plant 
330.00 (w.00) Distribution Reservoirs & Standpipes 

Transmtsslon .8 Dbtrtbutton Malnr 
331.11 (343.11) Cl & DI.4” 8 Under 
331.12 (343.12) Cl 8 DI, 6” - 8” 
331.13 (s.a?.y Cl&IX IO”-16* 
331.14 (sAs.?~ Cl 8 DI. 16” &Over 
331.21 (343.21) ASB Cement.4. & Under 
331.22 (343.22) ASB Cement.V - 8 
331.23 (343.23) AS.9 Ceme”t,lV- 16” 
331.31 (343.31) Steel. 4” &Under 
331.32 (343.32) Steel, 6” - 8 
331.33 (343.33) Steel. lo” - 16” 

5,989,965.23 1.47% 88.052 2.46% 147,353 59,301 

4.598,081.79 1.95% 89,624 2.27% 
38,349,909.60 1.95% 747,823 1.49% 
32.908.838.01 1.95% 641,722 1.49% 

9,074.901.34 1.95% 176,961 1.36% 
27,809.20 1.95% 642 3.03% 

10,670,808.59 1.95% 208,081 1.70% 
3.663,320.81 1.95% 71,435 1.70% 

236.946.79 1.95% 4.620 3.82% 
3.473.63 1.95% 68 2.99% 

373.591.29 1.95% 7.285 1.59% 

104,331 
571.414 
490,342 
123,419 

843 
181,404 
82,276 

9,051 
104 

5.940 

14,707 
(176.409) 
(151.380) 

(53.542) 
301 

(26.677) 
(91591 
4.431 
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331.34 (343.34) Steel, 18” 8 Over 
331.43 (za.43) Concrete, IO” - 16 
331 ./I4 (343.44) Concrete, 18” 8 Over 
331.51 (w15t) Copper, 4” 8 Under 
331.61 (x..st) Plastic, 4” 8 Under 
331.62 (343.62) Plastic, 6”. 8 
331.63 (a3.63) Plastic, 10” - 16” 
331.71 (343.71) Valves, 4” 8 Under 
331.72 (sc,.n) Valves, 6” - 8 
331.73 (wxn) Valves, IO” _ 16” 
331.74 (saw) Valves, 18” 8 Over 
331.75 (~~3.75) Valve Boxes 
331.80 (343.80) Manholes, Pits 8 Vaults 

Illinois -American Water Company 

Summary of Original Cost of Utility Plant in Service as of December 31, 1998 
and Related Annual Depreciation Expenses Under Present and Proposed Depreciation Rates 

Account Description 
(b) 

Total Account 331 

servtcer 
333.10 (345.10) Services - 1” 8 Under 
333.20 (345.20) Services -Over 1” 

Total Account 333 

Meter* &Meter ln*tallaUonr 
Meter tnrtattattonr 

334.21 347,~ Installation - 1” 8 Under 
334.22 347.20 Installation - Over 1” 
334.23 347.30 Vaults 

Total Meter Installations 
Meters 

334.41 (348.10) Meters-Metal 1‘8 Under 
334.42 (346.15) Meters - Metal Over 1’ 

Total Metal Meters 

334.43 (346.20) Meters _ Plastic 
Total Meters 
Total Account 334 

335.00 (348.00) Hydrants 

TOTAL Transmission 8 Distri. 

General Plant 

Structures 8 Improvementa 
30460 (390.10) Office Structures 
304.70 (s~o.zo) Stores. Shop 8 Garage Structures 
304.80 (390.30) Miscellaneous StWture9 

Subtotal Account 304 

Original 
cost 

Present Ra@- Proposed Rates _ Net Change 
Rates Annual Rates Annual Deweciation 

ACC(UBI %  
W=(c)‘(d) (0 

12-31-98 %  
(Cl (d) 

763,209.93 1.95% 
170.589.10 1.95% 

3,571,598.04 1.95% 
303,382.69 1.95% 
730,947.32 1.95% 
633,006.74 1.95% 

76,894.59 1.95% 
372.150.38 1.95% 

2,867.282.40 1.95% 
1,325,941.99 1.95% 
1,053,554.40 1.95% 

832.908.68 1.95% 
13;841.12 1.95% 

112,420.988.43 1.95% 

31.864.108.57 3.84% I,22332 8.44% 2.052,049 828,467 
3,418,214.77 3.84% 131,259 8.94% 237,224 105,965 

35,282,323.34 3.84% 1,354,8-M 6.49% 2.289.273 934,432 

10,223,931.45 5.07% 518,353 5.17% 528,577 10,224 
1.455,233.15 5.07% 73.780 4.98% 72.471 (I ,309) 
1,011,655.69 5.07% 51,291 3.68% 39,252 (12,039) 

12,690.820.29 5.07% 643,424 5.05% 640,300 (3,124) 

6,132,018.80 3.68% 225,658 14.23% 872,586 646,928 
754,471.29 3.68% 27,765 18.40% 123,733 95,968 

6.886,490.09 3.68% 253,423 14.47% 998,319 742,896 

306,757.54 13.25% 
7.193,247.63 4.09% 

19,884,067.92 4.71% 

11,280,788.02 5.04% 

184,858.132.94 2.78% 

40.645 31.88% 
294.068 15.21% 
937,492 8.72% 

568,552 3.97% 

5,141.146 3.47% 

97,794 57,149 
1.094.113 800,045 
1.734.413 796.921 

447,847 (120,705) 

6.417,169 1,276,023 

5,290.879.02 4.28% 
2,543,990.90 5.29% 

344,503.92 4.79% 
8.179,373.64 4.62% 

14,883 1.51% 
3,328 1.55% 

69,646 1.45% 
5,916 2.03% 

14,253 1.79% 
12,344 1.78% 

1,499 1.69% 
7,257 2.88% 

52,012 2.39% 
25,856 2.38% 
20.544 2.39% 
16,242 2.40% 

270 1.44% 
2,192,209 1.60% 

228,460 2.78% 
134,577 3.11% 

16,502 2.15% 
377,529 2.86% 

11,524 W5Q) 
2,644 (682) 

51,788 (17.858) 
8,159 243 

13,084 (1.189) 
11,268 (1,076) 

1,300 (199) 
10,718 3,461 
63,748 11.736 
31.557 5,701 
25,180 4,836 
19,990 3,748 

199 (71) 
1.798.283 (393,926) 

147,086 (79.364) 
79,118 (55,459) 

7,407 (9.095) 
233.611 (143,918) 
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lllinois -American Water Company 

Summary of Original Cost of Utility Plant in Service as of December 31, 1998 
and Related Annual Depreciation Expenses Under Present and Proposed Depreciation Rates 

Acct. 
NO. Account Dewiption 

La) (b) 

omce FYmltur* s Equipment 
340.10 (391.10) OfWe Furniture 
340.70 (391.26) PC sonware 
340.90 (391.30) Other Machinery & Equip. * 

340.20 (~21) Personal Computers a Peripheral Eq. 
340.30 (xw?~) Other Computer Equip. 
340.40 (391.20) Mainframe Computers 

Total computers 

340.60 (391.25) Mainframe Computer Software 
340.80 (391.28) Other Software 

TOta, h4ainrrame 8 over Camp”ter software 

Total Aaunt 340 

TranspoMtlo” Eq”lpm*nt 
341.10 (392.11) Light Trucks 
341.20 (392.12) Heavy trucks 
341.30 (392.20) cars 
341.40 (392.30) Others 

Tokl Account 341 

342.00 (39~0) Stores Equipment 
343.00 (394.00) T~ls, Shop 8 Garage Equipment 
344.00 (395.00) Laboratory Equipment 
345.00 (~K.oo) Power Operated Equipment 
346.00 (387.00) Communication Equipment 
347.00 (398.00) Miscellaneous Equipment 

TOTAL General Plant 

TOTAL Depreciable Plant 

NON.DEPRECIABLE PLANT 

301 .OO (3or.00) Organization 
302.00 (3oz.00) Franchise 8 Consents 
303.00 (303.00) Land 8 Land Rights 
303.00 (310.00) Land 8 Land Riihk 
303.00 (mmq Land & Land Rghk 
303.00 (33o.00) Land 8 Land Rights 
303.00 (340.00) Land 8 Land Rghk 
303.00 (389.10) Land&Land Rights 

TOTAL Non-Depreciable Plant 

TOTAL Utility Plant in Service 

Original Present Rates Proposed Rates Net Change 
cost Rates Annual Rates Annual Depreciation 

12-31-98 
6) -%- 

Accrual -.J$.- Accrual ixmw3 
www 0 w=wm (i)=w-(e) 

1,319.409.94 4.69% 
524,852.68 14.86% 
358,630.59 14.86% 

1,598,081.63 12.69% 
266.699.39 14.86% 

1,641.918.39 12.69% 
3.506,699.41 12.86% 

1,256,086.85 8.53% 
84.843.67 14.86% 

1,340,930.52 8.93% 

7.050.323.14 10.63% 

2,770,927.95 lE.l5% 
529,441.88 16.40% 
822,441.79 34.94% 

53.113.66 10.43% 
4,175,925.28 21.14% 

121.090.84 3.27% 
2,405,303.72 9.00% 

638.103.71 4.70% 
1,574,699.40 2.78% 
1,251,468.85 13.88% 

693.584.61 5.39% 

26.089,873.39 9.69% 

305,012,807.64 3.49% 

88,864.98 
788.45 

1,013,229.32 
114,982.69 
606,919.67 

81.924.49 
1.343.003.93 

450,381.52 

3,680.075.05 

308.692,882.69 

61,680 4.46% 
77,963 22.45% 
53,293 10.34% 

202,797 -0.61% ** 
39,632 29.58% 

208,359 17.25% 
450.788 10.05% 

107.144 10.91% 
12.606 15.58% 

119,752 11.21% 

763,676 10.16% 

502,923 11.10% 
86,828 7.36% 

287,361 0.53% - 
5,540 0.83% 

882,652 8.31% 

3,960 4.58% 
216,477 3.06% 

29,991 4.65% 
43,777 6.98% 

173.704 4.78% 
37,384 2.39% 

2.529.150 6.10% 

10,632.651 3.93% 

58,846 (3.034) 
117,785 39,822 

37,082 (16,211) 

(9,748) (212.545) 
78,890 39.258 

283,231 74,872 
352,373 (98,415) 

137,039 29,895 
13,219 611 

150,258 30,506 

716,344 (47,332) 

307.573 (195,350) 
38,967 (47,861) 

0 (287,361) 
441 b5.099) 

346,981 (535,671) 

5,648 1,586 
73,602 (142,875) 
29,672 (319) 

109.914 66,137 
59,820 (113,884) 
16,577 (20,807) 

1,592.067 (937,083) 

11,981,397 1348.646 
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227% 
1.48% 
1.48% 
1.38% 
3.03% 
1.,0% 
1.70% 
3.82% 
2.98% 
1.58% 
1.51% 
1.53% 
1.45% 
2.03% 
1.78% 
1.78% 
1.68% 
2.88% 
2.39% 
2.38% 
2.39% 
2.40% 
1.4.X 
,.Bo% 

8.44% 
6.84% 
8.48% 

5.17% 
4.98% 
3.88% 
5.05% 







Table 3 

Illinois -American Water Company 

Summary of Original Cost of Utility Plant in Service and the 
Allocation of Book Depreciation Resew at December 31, 1998 

Based Uoon the Calcution Reserve at December 31.1998 

Acct. 
No.’ Account Descriotion 

DEPRECIABLE PLANT 

Water Treatment Plant 
Water Treatment Equipment 

320.10 (332.10) Treatment Plant 
320.20 (~3~20) Chemical Equipment 

Total Account 320 

Transmission & Distribution Plant 
Transmission & Dlstrlbutlon Mains 

331.11 (us.11) CI&DI,4”BUnder 

331.32 ii43.32) Steel: 6”. 8 
331.33 

331.12 (343.12) Cl 8 DI, 6” - 8” 

(w.xq Steel, 10” - 16 
331.34 

331.13 (s4s.u) Cl & DI. 10” - 16” 

(wxq Steel, 18” & Over 
331.43 

331.14 (x7.14) Cl & DI. 18” &Over 

(s4s.u) Concrete, lo” - 16” 
331.44 

331.21 (343.21) ASB Cement.4” 8 Under 

(343.44) Concrete. 18” & Over 
331.51 

331.22 (343.22) ASB Cement.6” - 8” 

(ws.s1) Copper, 4” & Under 
331.61 

331.23 (343.23) ASB Cement,lO” - 16” 

(w.61) Plastic, 4” 8 Under 
331.62 

331.31 (s&s+\ Steel. 4” & Under 

(~~s.6~) Plastic, 6” - 8” 
331.63 (343.63) Plastic, 10” - 16 
331.71 (w.71) Valves, 4” & Under 
331.72 (343.72) Valves. 6” _ 8” 
331.73 (s~wa) Valves, 10” - 16” 
331.74 (xs.74) Valves, 18” 8 Over 
331.75 (MWS) Valve Boxes 
331.80 (s4s.80) Manholes, Pits &Vaults 

333.10 
333.20 

Total Account 331 

(34s.w) Services - 1” & Under 
+w2q Services - Over 1” 

Total Account 333 

Estimated Allocated 
Future Calculated Depreciation 

Net A.S.L.1 Depreciation Reserve 
Original Cost Salvage Survivor Reserve Per Books 

12-31-98 %  Curve 12-31-98 12-31-98 

23,053.266.84 
10,802.133.64 
33,855,400.48 

3;473.63 

4,596,081.79 

373,591.29 
763,209.93 

38,349,909.60 

170,589.lO 
3,571,598.04 

32,908,838.01 

303,382.69 
730.947.32 

9,074,901.34 

633,006.74 
76,894.59 

372,150.38 

27.809.20 

2.667.282.40 

10,670.808.59 

1,325.941.99 
1,053,554.40 

3.663,320.81 

832.908.68 
13.841.12 

112,420,988.43 

236.946.79 

31,864,108.57 
3.418.214.77 

35,282,323.34 

-30% 50LO.5 ’ 
-10% 14-so.5 

-40% MRl.5 
-40% 95-R2.5 
-40% 95-R2.5 
-40% 105~R4 
-40% 50-R3 
-40% 85-R3 
-40% 85qR2.5 
-40% 45-Rl 
-40% 50-R2.5 
-40% 90-R3 
-40% 95-R3 
-40% 95R4 
-40% IOO-R4 
40% 70-R3 
-40% 80-R3 
-40% 80-R3 
40% 85-R3 
-40% 50-R2 
40% 60-R3 
-40% 60-R3 
-40% 60-R3 
-40% 60-R3 
-40% IOO-R3 

-300% 75R3 
-300% 70-R3 

9,584,402 8,093,064 
2.985.617 2.521,053 

12,570,019 10,614.117 

2,619,013 2,424,809 
7,970.452 7,379,432 
5,953.510 5,512.048 
2.550.995 2,361,835 

20,537 19,014 
4,674,417 4.327.802 
1,464.238 1,355,663 

250,790 232,194 
2,251 2,084 

110,748 102,538 
286,678 265,420 

97,991 90,725 
1,697,530 1,571,656 

67,451 62,449 
245,195 227,013 
158,389 146,644 

27,398 25,366 
142,643 132,066 
921,506 853,175 
383.497 355,060 
365,127 338,052 
315,531 292,134 

4,950 4,583 
30,330,837 28,081,760 

28,922.448 8,518.207 
3.189,288 939,305 

32.111,736 9,457,512 
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Table 3 

Illinois -American Water Company 

Summary of Original Cost of Utility Plant in Service and the 
Allocation of Book Depreciation Reserve at December 31, 1998 

Based Upon the Calcution Reserve at December 31.1998 

Acct. 
NO. Account Descriotion 

Meters &Meter lnrtallatlonr 
war lnttallatlona 

334.21 347.10 Installation - 1” 8 Under 
334.22 s47.20 Installation - Over 1” 
334.23 347.30 Vaults 

Total Meter Installations 
Meters 

334.41 (346.10) Meters - Metal 1” 8 Under 
334.42 1346.15) Meters - Metal Over 1” 

Total Metal Meters 

Estimated 
Future 

Net 
Original Cost Salvage 

12-31-98 %  

10.223.931.45 -250% 
1,455.233.15 -250% 
1 ,011.655.69 -250% 

12,690,820.29 

6,132,018.80 5% 
754s471.29 5% 

6.886.490.09 

A.S.L./ 
Survivor 

Curve 

75R3 
75R1.5 
95R2.5 

1 l-R3 
IO-RI.5 

Calculated 
Depreciation 

Reserve 
12-31-98 

7,846,945 4.807.821 
748,311 458,490 
429,337 263,055 

9,024,593 5,529,366 

2.233,556 (197,454) 
288,990 GWW 

2.522546 (223,002) 

Allocated 
Depreciation 

Reserve 
Per Books 
12-31-98 
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Table 4 

Illinois -American Water Company 

Summary of Original Cost Per Books as of December 31.1998. Pending 
Retirements, and Original Cost Per Depreciation Study 

as of December 31,1998 

Acct. 
No. 

(aI 
Account Descrtotion 

(W 
DEPRECIABLE PLANT 

Source of Suoolv 
304.10 3t1.00 Structures & Improvements 
305.00 312.00 Collecting & Impounding Reservoirs 
306.00 313.00 Lakes, River& Other Intakes 
307.00 314.00 Wells & Springs 
309.00 s16.00 Supply Mains 

TOTAL Source of Supply 

Pumoina Eauioment 
304.20 est.00 Structures 8 Improvements 
310.00 s2s.00 Power Generation Equipment 

Pumping Equipment 
311.20 325.00 Electric Pumping Equipment 
311.30 s26.00 Diesel Pumping Equipment 
311.50 328.00 Other Pumping Equipment 

Total Account 311 

TOTAL Pumping Equipment 

Water Treatment Plant 
304.30 331.00 Structures 8 Improvements 

water Treatment Equipment 
320.10 332.10 Treatment Plant 
320.20 ss2.20 Chemical Equipment 

Total Account 320 

TOTAL Water Treatment 

Transmission & Distribution Plant 
330.00 s42.00 Distribution Reservoirs & Standpipes 

Tranrmiulon (L Dtstributton Mains 
331.11 343.11 Cl & DI, 4” 8. Under 
331.12 343.12 Cl 8. DI, 6”-8” 
331.13 343.13 Cl & DI, 10” _ 16 

Original 
cost 

12-31-98 
Pending 

Retirements 
(C) W  

Original Cost 
Per Deprec. 

Study 
12-31-98 
W=W(dl 

1 s786.747.66 
39,033.82 

2.151,108.53 
651,793.06 

3.465,211.62 

8,093.894.69 

1,786.747.66 
39.033.82 

2,151.108.53 
851,793.06 

3.465,211.62 

8,093.894.69 

6,879,212.38 
1 ,198,050.81 

6.879,212.38 
1.198.050.81 

18,785,625.93 
918,439.91 

53,342.M 
19.757,408.18 

27.834,671.37 

0.00 

0.00 

0.00 

0.00 

0.00 

18,785,625.93 
918.439.91 

53,342&t 
19,757.408.18 

27,834.671.37 

24,280,834.77 24,280,834.77 

23,348.960.96 
10.506.439.52 
33.855.400.48 

58,136,235.25 

23.348.960.96 
10,506,439.52 
33.855,400.48 

58.136.235.25 

5,989,965.23 5.989,965.23 

4,596,081.79 4,596,081.79 
38,349,909.80 38,349,909.60 
32.908,838.01 32.908,838.01 
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Table 4 

Illinois -American Water Company 

Summary of Original Cost Per Books as of December 31.1998, Pending 
Retirements, and Original Cost Per Depreciation Study 

as of December 31.1998 

Acct. 
No. 

,a, 
Account Descriotlon 

lbl ,~. 
331.14 w.t.4 Cl 8 DI. 18” 8 Over 
331.21 s4s.21 ASB Cement,4” 8 Under 
331.22 s-ts.22 ASB Cement,G” - 8” 
331.23 343.23 ASB Cement.lO”- 16” 
331.31 343.31 Steel, 4” 8 Under 
331.32 343.32 Steel, 6” - 8 
331.33 343.33 Steel, 10” - 16” 
331.34 343.34 Steel, 18” &Over 
331.43 343.43 Concrete, 10” - 16” 
331.44 343.44 Concrete, 18” &Over 
331.51 343.51 Copper, 4” & Under 
331.61 343.61 Plastic, 4” & Under 
331.82 s.4s.62 Plastic, 6” - 8 
331.63 343.63 Plastic, 10” - 16” 
331.71 343.71 Valves, 4” & Under 
331.72 343.72 Valves, 6” - 8 
331.73 343.73 Valves, 10” - 16” 
331.74 343.74 Valves, 18” & Over 
331.75 343.75 Valve Boxes 
331.80 343.80 Manholes, Pits &Vaults 

Total Account 331 

SwvICe* 
333.10 ws.10 Services - 1” 8 Under 
333.20 SKYZO Services-Over I” 

Total Account 333 

Meters 8 Meter Installations 
Meter tnstallauona 

334.21 347.10 Installation - 1” 8. Under 
334.22 347.20 Installation - Over I” 
334.23 347.30 Vaults 

Total Meter Installations 
Maters 

334.41 346.10 Meters _ Metal 1” 8. Under 
334.42 ws.1s Meters - Metal Over 1” 

Total Metal Meters 

6,132.018.80 
764,471.29 

6.886.490.09 

334.43 346.20 Meters - Plastic 306.75754 
Total Meters 7,193,247.63 
Total Account 334 19.884.087.92 

Original 
cost Pendina 

12-31-98 
t-2 

9.074,901.34 
27,809.20 

10,670.808.59 
3,663,320.81 

236.946.79 
3,473.63 

373,591.29 
763.209.93 
170.589.10 

3.571,598.04 
303,382.69 
730.947.32 
633.006.74 

76,894.59 
372.150.38 

2.667,282.40 
1.325,941.99 
1.053,554.40 

832.908.68 
13641.12 

112,420,988.43 

Retirements 
W  

0.00 

0.00 

0.00 

0.00 

0.00 
0.00 

31.864,108.57 
3.418s214.77 

35,282,323.34 

10.223.931.45 
1.455,233.15 
1 ,011.655.69 

12,690,820.29 

Original Cost 
Per Deprec. 

Study 
12-31-98 
(el=(cUdl 
9,074,901.34 

27,809.20 
10.670,808.59 

3.663,320.81 
236,946.79 

3,473.63 
373,591.29 
763,209.93 
170.589.10 

3,571,598.04 
303,382.69 
730,947.32 
633.006.74 

78,894.59 
372.150.38 

2.667,282.40 
1,325,941.99 
1,053,554.40 

832.908.68 
13841.12 

112,420.988.43 

31.884,108.57 
3.418,214.77 

35.282,323.34 

10.223.931.45 
1.455,233.15 
1 ,011,655.69 

12,690,820.29 

8.132,018.80 
754.471.29 

6,886,490.09 

306.75754 
7,193.247.63 

19,884.067.92 
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Table 4 

Illinois -American Water Company 

Summary of Original Cost Per Books as of December 31,1998, Pending 
Retirements, and Original Cost Per Depreciation Study 

as of December 31,1998 

Acct. 
No. Account Descnotion 

w lb) 

335.00 348.00 Hydrants 

TOTAL Transmission 8 Distd. 

Original 
cast 

12-31-98 
Pending 

Retirements 
(Cl Cd) 

Per Deprec. 
Study 

12-31-98 
W=Wid) 

11.280,788.02 11.280.788.02 

184.858,132.94 0.00 164.858,132.94 

General Plant 

Structures 8 Improvements 
304.60 390.10 Oftice Structures 
304.70 390.20 Stores, Shop 8 Garage Structures 
304.80 390.30 Miscellaneous StrUCtUrSS 

Subtotal Account 304 

5.290.879.02 
2.543.990.90 

344,503.92 
8.179,373&l 0.00 

5,290.879.02 
2,543.990.90 

344.503.92 
8,179.373.84 

Offlce Furniture & Equipment 
340.10 sst.to Cfftce Furniture 
340.70 391.26 PC Software 
340.90 391.30 Other Machinery & Equip. * 

340.20 sst.st Personal Computers & Peripheral Eq. 
340.30 391.23 Other Computer Equip. 
340.40 391.20 Mainframe Computers 

TOtal Comp”t*r 

I,31 9.409.94 1,319.409.94 
524,652.68 524.652.68 
358,630.59 358.83059 

2,300,316.62 
266,699.39 

1,780,173.22 
4.347,189.23 

340.60 391.25 Mainframe CoQXItSr SOfWSrS 1.290,224.74 
340.80 391.28 Other Software 84843.67 

Total t.tainframe a Other Ccmpatier Sortware 1.375,068.41 

Total Account 340 7,924,950.85 

702,234.99 

138.254.83 
840.489.82 

34.137.89 

34.137.89 

874.627.71 

1,598,081.63 
266,699.39 

1,641.918.39 
3,506.699.41 

1.256,086.85 
84843.67 

1,340,930.52 

7.050.323.14 

Transportation Equipment 
341.10 392.11 Light Trucks 
341.20 392.12 Heavy trucks 
341.30 392.20 CXS 
341.40 3~30 Others 

Total Account 341 

2.770,927.95 
529441.88 
822441.79 

53.113.66 
4.175,925.28 0.00 

2.770.927.95 
529,441.88 
822441.79 

53,113.66 
4,175.925.28 

342.00 393.00 Stores Equipment 
343.00 394.00 Tools, Shop 8 Garage Equipment 
344.00 395.00 Laboratory Equipment 
345.00 396.00 Power Operated Equipment 
346.00 397.00 Communication Equipment 
347.00 398.00 Miscellaneous Equipment 

TOTAL General Plant 

121,090.84 121.090.84 
2.405,303.72 2.405,303.72 

638,103.71 638.103.71 
1.574,699.40 1.574,699.40 
1.251,468.85 1,251,468.85 

693.564.61 693.584.61 

26.964,501.10 874,627.71 26.089.873.39 

TOTAL Depreciable Plant 305.887,435.35 874z627.71 305,012.807.64 
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Table 4 

Illinois -American Water Company 

Summary of Original Cost Per Books as of December 31,1998, Pending 
Retirements. and Original Cost Per Depreciation Study 

as of December 31, 1998 

Acct. 
Original 

cost Pending 

Original Cost 
Per Deprec. 

Study 
Account DeSCn’DtiOn 12-31-96 Retirements 12-31~68 

(W (a W  W=(cbW 

NON-DEPRECIABLE PLANT 

301.00 301.00 Organization 88,664.96 68.864.98 
302.00 302.00 Franchise 8 Consents 768.45 768.45 
303.00 303.00 Land 8 Land Rights 1.013,229.32 1.013,229.32 
303.00 310.00 Land & Land Rights 114,982.69 114,982.69 
303.00 320.00 Land&Land Rights 606.919.67 606.919.67 
303.00 330.00 Land 8 Land Rights 61,924.49 61.924.49 
303.00 340.00 Land S Land Rights 1.343,003.93 1.343.003.93 
303.00 389.10 Land & Land Rights 450,381.52 450.381.52 

TOTAL Non-Depreciable Plant 3,680,075.05 

TOTAL Utility Plant in Service 309,567,510.40 

0.00 3,680.075.05 

874,627.71 306.692.882.69 
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Table 5 

Illinois -American Water Company 

Summary of Depreciation Reserve Per Books as of December 31,1998 
Pending Retirements, and Depreciation Reserve Per 

Depreciation Study as of December 31,1998 

Acct. 
No. 

@I 
Account Descriotion 

W  
DEPRECIABLE PLANT 

Source of Supolv 
304.10 aft.00 Structures & Improvements 
305.00 312.00 Collecting 8 Impounding Reservoirs 
306.00 313.00 Lakes, River & Other Intakes 
307.00 314.00 Wells 6 Springs 
309.00 316.00 Supply Mains 

TOTAL Source of Supply 

Pumpina Eauloment 
304.20 321.00 StNCtureS & hprOVeI7IentS 
310.00 323.00 Power Generation Equipment 

Pumping Equipment 
311.20 325.00 Electric Pumping Equipment 
311.30 326.00 Diesel Pumping Equipment 
311.50 328.00 Other Pumping Equipment 

Total Account 311 

TOTAL Pumping Equipment 

Water Treatment Plant 
304.30 331.00 Structures & Improvements 

Water Treatment Equipment 
320.10 332.10 Treatment Plant 
320.20 332.20 Chemical Equipment 

Total Account 320 

TOTAL Water Treatment 

Transmission &Distribution Plant 
330.00 342.~ Distribution Reservoirs 8 Standpipes 

Transml~~ion EL Dlstrlbutlon Mabs 
331 .I 1 343.11 Cl & DI, 4” 8 Under 
331.12 343.12 cl 8 DI, 6” - 8 
331.13 343.13 Cl 6 DI. 10” - 16 

Depredation 
Reserve 

Per Books 
12-31-98 

(c) 

Pending 
Retirements 

W  

165,940 
8,028 

547,188 
169,272 

1,190,759 

2.081.187 

165,940 
8,028 

547,188 
169,272 

1.190.759 

2,081,187 

1.297,411 
499,023 

0.00 

0.00 

0.00 

0.00 

0.00 

1,297,411 
499,023 

5,626.962 
475,642 
(20.586) 

6.282,218 

8,078,652 

5.826,962 
475,642 
(20,586) 

6282,216 

8,078.652 

3.277.854 3,277,854 

8,093,064 
2521,053 

10,614.117 

13,891.971 

8.093,064 
2,521,053 

10.614,117 

13.891,971 

1.944,115 1,944.115 

2.424,809 2.424,809 
7.379,432 7,379,432 
5512,048 5.512.048 

Depreciation 
Reserve Per 
Depre. Study 

12-31-98 
WW-Cd) 
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Table 5 

Illinois -American Water Company 

Summary of Depreciation Reserve Per Books as of December 31 I 1998 
Pending Retirements, and Depreciation Reserve Per 

Depreciation Study as of December 31. 1998 

Acct. 
No. Account Descriotion 

@I PI 
331.14 343.14 Cl 8 DI, 18”& Over 
331.21 243.2, ASS CerIXnt.4” & Under 
331.22 343.22 ASS Cement,G” - 8” 
331.23 343.23 ASB Cement,tO” - 16 
331.31 343.31 Steel, 4”& Under 
331.32 343.32 Steel. 6” - 8 
331.33 343.33 Steel, IO” - 16 
331.34 343.34 Steel. 18” &Over 
331.43 343.43 Concrete, W- 16” 
331.44 343.44 Concrete, 16” 8 Over 
331.51 343.51 Copper, 4” &Under 
331.61 343.61 Plastic, 4” 8 Under 
331.62 343.62 Plastic, 6”- 8 
331.63 343.63 Plastic, IO- - 16” 
331.71 343.71 Valves, 4” &Under 
331.72 343.72 Valves, 6” - 8” 
331.73 343.73 Valves, IO-- 16 
331.74 343.74 Valves, 18” &Over 
331.75 343.75 Valve Boxes 
331.60 343.80 Manholes, Pits &Vaults 

Total Account 331 

SWVlCeS 
333.10 345.10 Services - 1” 8 Under 
333.20 345.20 Services - Over 1” 

Total Account 333 

Meters (L Meter Installations 
Meter lnstallauons 

334.21 347.10 Installation - 1” & Under 
334.22 347.20 InstallatiOn - Over I” 
334.23 347.30 Vaults 

Total Meter Installations 
Meters 

334.41 w.10 Meters - Metal 1” &Under 
334.42 346.15 Meters - Metal Over 1” 

Total Metal Meters 

334.43 346.20 Meters - PlaStiC 
Total Meters 
Total Account 334 

Depreciation Depreciation 
Reserve Reserve Per 

Per Books Pending Depre. Study 
12-31-98 Retirements 12-31-98 

@I Cdl W = W W  
2,361.835 2.361835 

19.014 19.014 
4.327.802 4,327.802 
I,355663 1,355,663 

232,194 232,194 
2,084 2,084 

102.536 102,536 
265,429 265,420 

90,725 90,725 
1.571,666 1571,656 

62,449 62,449 
227,013 227,013 
146.644 146,644 

25,386 25,366 
132,068 132,066 
853.175 853,175 
355,960 355,060 
338.052 338,052 
292.134 292,134 

4.583 4,583 
28.081.760 0.00 28.081.760 

8,518,207 8,518,207 
939.305 939,305 

9,457,512 0.00 9,457,512 

4.807821 
458,490 
263,055 

5,529,366 

(197,454) 
(25.548) 

(223,662) 

147,234 
(75,768) 

5,453.598 

0.00 

0.00 

0.00 
0.00 

4,807,821 
458,490 
263,055 

5.529,366 

(197,454) 
C&548) 

(223,002) 

147.234 
(75,768) 

5,453,598 
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Table 5 

Illinois -American Water Company 

Summary of Depreciation Reserve Per Books as of December 31.1998 
Pending Retirements, and Depreciation Reserve Per 

Depreciation Study as of December 31. 1998 

Acct. 
No. Account Descriotion 

(a) (b) 

335.00 348.00 Hydrants 

TOTAL Transmission & Distri. 

Depreciation 
Reserve 

Per Books 
12-31-98 

(C) 

4,166,636 4,166.636 

49,103,621 0.00 49,103,621 

General Plant 

Structures & Improvements 
304.60 390.10 Gffice Structures 
304.70 39o.zo Stores, Shop & Garage Structures 
304.80 390.30 Miscellaneous Structures 

Subtotal Account 304 

1.523,128 
1.143,326 

137,918 
2.804,372 

Ofrice Furniture 8 Equipment 
340.10 391.10 Office Furniture 
340.70 391.26 PC Software 
340.90 391.30 Other Machinery & Equip. ** 

340.20 391.21 Personal Computers & Peripheral Eq. 
340.30 391.23 Other Computer Equip. 
340.40 391.20 Mainframe COmpUtarS 

Total Computers 

372.640 372,640 
218,439 218.439 
143,574 143,574 

2,341.919 
8,326 

140,372 
2.488.617 

340.60 391.25 Mainframe Computer Software 454,234 
340.80 391.28 Other Software 39,894 

Total Mainframe a Other Computer software 494,128 

Total Account 340 3,717,298 

Transportation Equipment 
341.10 392.11 LightTrucks 
341.20 392.12 Heavy trucks 
341.30 392.20 Cars 
341.40 392.30 Others 

Total Account 341 

1,109,223 
233,481 

1,004,588 
43,724 

2.391.014 

342.00 393.00 Stores Equipment 
343.00 394.00 Tools, Shop 8 Garage Equipment 
344.00 sas.oo Laboratory Equipment 
345.00 sas.oo Power Operated Equipment 
346.00 xv.00 Communication Equipment 
347.00 398.00 Miscellaneous Equipment 

TOTAL General Plant 

45,042 45.042 
1.047,852 1,047,852 

160,030 160,030 
352,955 352,955 
820,636 820.636 
268,402 268,402 

11.607,601 

TOTAL Depreciable Plant 84.763.032 
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Pending 
Retirements 

(d) 

0.00 

702,234.99 

138.254.83 
840,490 

34,137.89 

34,138 

874,628 

0.00 

874,627.71 

874,627.71 

Depreciation 
Reserve Per 
Depre. Study 

12-31-98 
@)=C-W 

1,523,128 
1,143,326 

137,918 
2,804,372 

1,639.684 
6,326 
2,117 

1.648,127 

420,096 
39,894 

459,990 

2,842,670 

1.109.223 
233.481 

1.004.586 
43,724 

2.391.014 

10,732,973 

83,888,404 



ILLINOIS-AMERICAN WATER COMPANY 

General 

This report sets forth the results of our study of the depreciable property of the 

Illinois-American Water Company (the Company) as of December 31, 1998 and contains 

the basic parameters (recommended average service lives and life characteristics) for the 

proposed average remaining life depreciation rates until a subsequent service life study is 

completed. All average service lives set forth in this report are developed based upon plant 

in service as of December 31, 1998. 

The scope of the study included an analysis of Company historical data through 

December 31, 1998, discussions with Company management staff to identify prior and 

prospective factors affecting the Company’s plant in service, as well as interpretation of past 

service life data experience and future life expectancies to determine the appropriate 

average service lives of the Company’s surviving plant. The service lives and life 

characteristics, resulting from the in-depth study, were utilized together with the Company’s 

plant in service and book depreciation reserve to determine the recommended Average 

Remaining Life (ARL) depreciation rates related to the Company’s plant in service as of 

December 31,1998. 

In preparing the study, the Company’s historical investment data were studied using 

various service life analysis techniques. Further, discussions were held with the Company’s 

management to obtain an overview of the Company’s facilities and to discuss the general 

scope of operations together with other factors which could have a bearing on the service 

lives of the Company’s property. Finally, the study results were tempered by information 

gathered during plant inspection tours of a representative portion of the Company’s 
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The Company maintains a property record containing a summary of its fixed capital 

investments by property account. This investment data was analyzed and summarized by 

property group and/or sub group and vintage then utilized as a basis for the various 

depreciation calculations. 

Deoreciation Studv Overview 

There are numerous methods utilized to recover property investment depending upon 

the goal. For example, accelerated methods such as double declining balance and sum of 

years digits are methods used in taxaccounting to motivate additional investments. Various 

Straight Line Grouping Procedures are utilized by companies to depreciate their asset 

investments depending upon the policy of the specific agency within the various 

jurisdictions. Such approaches include procedures such as Equal Life Group (ELG), 

Vintage Group (VG), and Broad Group (BG). The ELG procedure is used widely in the 

telecommunications industrywhile numerous gas and electric companies’depreciation rates 

are also based upon the ELG procedure. In addition, various water companies have 

components of their property depreciated on this basis. 

The Straight Line (Group) Method of depreciation utilized in this study to develop the 

recommended depreciation rates is the Equal Life Group Procedure together with the 

Average Remaining Life Technique. The use of this procedure and technique is based 

upon recovering the net book cost (original cost less book reserve) of the surviving plant in 

service over its estimated remaining useful life. Any variance between the ~book reserve 

and an implied theoretical calculated reserve is compensated for under this procedure. 

That is, as the Company’s book reserve increases above or declines below the theoretical 
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reserve at a specific point in time, the Company’s average remaining life depreciation rate 

in subsequent years will be increased or decreased to compensate for the variance, 

thereby, assuring full recovery ofthe Company’s investment bythe end ofthe property’s life. 

The Company, like any other business, includes as an annual operating expense an 

amount which reflects a portion of the capital investment which was consumed in providing 

service during the accounting period. The annual depreciation amount to be utilized is 

based upon the remaining productive life over which the undepreciated capital investment 

needs to be recovered. The determination of the productive remaining life for each property 

group usually includes an in-depth study of past experience in addition to estimates offuture 

expectations. 

Annual Deoreciation Accrual 

Through the utilization of the Average Remaining Life Technique, the Company will 

recover the undepreciated fixed capital investment in the appropriate amounts as annual 

depreciation expense in each year throughout the remaining life of the property. The 

procedure incorporates the future life expectancy of the property, the vintaged surviving 

plant in service, and estimated net salvage, together with the book depreciation reserve 

balance to develop the annual depreciation rate for each property account. Accordingly, 

the ARL technique meets the objective of providing a straight line recovery of the 

undepreciated fixed capital property investment. 

As indicated, the use of the Average Remaining Life Technique results in charging 

the appropriate annual depreciation amounts over the remaining life of the property to 

insure full recovery by end of life. That does not mean that once an average remaining life 

is estimated, it can not be changed at any point throughout the service life, but that the 
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annual expense is calculated on a Straight Line Method rather than by the previously 

mentioned, “sum of the years digits” or “double declining balance” methods, etc. The 

“group” refers to the method of calculating annual depreciation on the summation of the 

investment in any one depreciable group or plant account rather than calculating 

depreciation for each individual unit. 

Under the Equal Life Group depreciation rates are designed to fully accrue the cost 

of the asset group by the time of retirement resulting in a more appropriate matching of the 

recovery of the asset investment in conjunction with the consumption of the property’s 

service value. By comparison, in utilizing the Broad Group depreciation some units are 

typically over depreciated and other units are under depreciated at the time when they are 

retired from service, with the assumption that the account is fully depreciated when the 

property’s overall average service life is attained. For both the Equal Life Group and Broad 

Group Procedures the full cost of the investment is credited to plant in service when the 

retirement occurs and likewise the depreciation reserve is debited with an equal retirement 

cost. No gain or loss is recognized at the time of property retirement because of the 

assumption the retired property was at average service life. 

Group Depreciation Procedures 

Group depreciation procedures are utilized to depreciate property when more than 

one item of property is being depreciated. Such a procedure is appropriate because all of 

the items within a specific group typically do not have identical service lives, but have lives 

which are dispersed over a range of time. Utilizing a group depreciation procedure allows 

for a condensed application of depreciation rates to groups of similar property in lieu of 

extensive depreciation calculations on an item by item basis. The two more common group 
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depreciation procedures are the Equal Life Group (ELG) and Broad Group (BG) 

approaches. 

In developing depreciation rates using the Equal Life Group procedure, the property 

group is subdivided, through the use of plant survivor life tables, into equal life groups. 

Each equal life group includes a portion of the overall property group which experiences the 

specific life of the sub-group. The relative size of each sub-group is determined from the 

overall group life characteristic (property dispersion curve). This procedure both overcomes 

the disadvantage of voluminous record requirements of unit depreciation, as well as, 

eliminates the need to base depreciation on overall lives as required under the broad group 

procedure. The application of this procedure results in each sub-group of the property 

having a single life. In this procedure, the full cost of short lived units is accrued during their 

lives leaving no under accruals to be recovered by over accruals on long lived plant. The 

annual depreciation for the group is the summation of the depreciation accruals based on 

the service life of each Equal Life Group. 

The ELG Procedure is superior to the BG Procedure because it allocates the capital 

cost of a group property to annual expense in accordance with the consumption of the 

property group providing service to customers. In this regard, the company’s customers are 

more appropriately charged with the cost of the property consumed in providing them 

service during the applicable service period. The more timely return of plant cost is 

accomplished by fully accruing each unit’s cost during its service life, thereby, not only 

reducing the risk of incomplete cost recovery, but also the procedure results in less return 

on rate base over the life of a depreciable group. The total depreciation expense is the 

same for all procedures which allocate the full capital cost to expense, but at any specific 
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point in time, the depreciated original cost is less under the ELG procedure than under the 

BG procedure. This circumstance exists because under the equal life group procedure, the 

rate base is not maintained at a level of greaterthan the future service value of the surviving 

plant as is the case when using the BG procedure. Consequently, the total return required 

from the ratepayers is less under the ELG procedure. 

While the equal life group procedure has been known to depreciation experts for 

many years widespread interest in applying the procedure developed only after high speed 

electronic computers became available to perform the large volume of arithmetic 

computations required in developing ELG based depreciation lives and rates. The table on 

the following page illustrates the procedure for calculating equal life group depreciation 

accrual rates and summarizes the results of the underlying calculations. Depreciation rates 

are determined for each age interval (one year increment) during the life of a group of 

property which was installed in a given year or vintage group. The age of the vintage group 

is shown in column (A) of the ELG table. The percent surviving at the beginning of each 

age interval is determined from the Iowa IO-R3 survivor curve which is set forth in column 

(B). The percent retired during each age interval, as shown in column (C), is the difference 

between the percent surviving at successive age intervals. Accordingly, the percentage 

amount of the vintage group retired defines the size of each equal life group. For example, 

during the interval 3 l/2 to 4 i/2, 1.93690 percent of the vintage group is retired at an 

average age of four years. In this case, the 1.93690 percent of the group experiences an 

equal life of four years. Likewise, 3.00339 percent is retired during the interval 4 l/2 to 5 

l/2 and experiences a service life offive years. Further, 4.42969 percent experiences a six- 

year life; etc. Calculations are made for each age interval from the zero age interval 
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through the end of the life of the vintage group. The average service life for each age 

interval’s equal life group is shown in column (E) of the table. 

The amount to be accrued annually for each equal life group is equal to the 

percentage retired in the equal life group divided by its service life. Inasmuch as additions 

and retirements are assumed, for calculation purposes, to occur at midyear only one-half 

of the equal life group’s annual accrual is allocated to expense during its first and last years 

of service life. The accrual amount for the property retired during age interval 0 to l/2 must 

be equal to the amount retired to insure full recovery of that component during that period. 

The accruals for each equal life group during the age intervals of the vintage group’s life 

cycle are shown in column (F). The total accrual for a given year is the summation of the 

equal life group accruals for that year. For example, the total accrual for the second year, 

as shown in column (G), is 11.31019 percent and is the sum of all succeeding years 

remaining equal life group accruals plus one half of the current years life group accrual 

listed in column (F). For the zero age interval year, the total accrual is equal to one half of 

the sum of all succeeding years remaining equal life accruals plus the amount for the zero 

interval equal life group accrual. The one half year accrual for the zero age interval is 

consistent with the half year convention relative to property during its installation year. The 

sum of the annual accruals for each age interval contained in column (G) total to 1.000 

demonstrating that the developed rates will recover 100% of plant no more and no less. 

The annual accrual rate which will result in the accrual amount is the ratio of the accrual 

amount (11.31019 percent) to the average percent surviving during the interval, column (D), 

(99.74145 percent), which is a rate of 11.34% (column J). Column (J) contains a summary 

of the accrual rates for each age interval of the property groups life cycle based upon an 
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